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JOON H. KIM  
Acting United States Attorney  
Southern District of New York 
By: CHRISTINE S. POSCABLO 
Assistant United States Attorney 
86 Chambers Street, 3rd Floor 
New York, New York 10007 
Tel. No.: (212) 637-2674 
Fax No.: (212) 637-2702 
E-mail: christine.poscablo@usdoj.gov 
 
UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

 )  
In re: ) Chapter 7 
 )  
MAGNESIUM CORPORATION OF AMERICA,  )  
 ) Case No. 01-14312 (MKV) 
    Debtor. )  
 ) Case No. 01-14311 (MKV) 
 
In re: 
 
RENCO METALS, INC., 
  
    Debtor. 

)  
) (Jointly Administered) 
) 
) 

 

)  
)  
)  

 
PROOF OF CLAIM OF THE UNITED STATES OF AMERICA ON BEHALF OF THE 
UNITED STATES ENVIRONMENTAL PROTECTION AGENCY AND THE UNITED 

STATES DEPARTMENT OF THE INTERIOR 
 

1. The United States of America (the “Government”) files this proof of claim (the 

“Proof of Claim”) on behalf of the United States Environmental Protection Agency (“EPA”) and 

the United States Department of the Interior (“DOI”), including its components the Bureau of Land 

Management (“BLM”) and the United States Fish and Wildlife Service (“FWS”), against debtors 

Magnesium Corporation of America (“MagCorp”) and Renco Metals, Inc. (“Renco Metals”) 

(collectively, “Debtors”), for the recovery of: (1) response costs incurred and to be incurred by the 
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Government under the Comprehensive Environmental Response, Compensation, and Liability Act 

(“CERCLA”), 42 U.S.C. §§ 9601-9675, and (2) natural resource damages, including assessment 

costs, under Section 107 of CERCLA, in connection with Debtors’ operation of a magnesium 

production facility located in Rowley, Utah, adjacent to the Great Salt Lake and approximately 23 

miles west of Grantsville, Utah (the “Utah Facility”).  In addition, with respect to equitable 

remedies that are not within the Bankruptcy Code’s definition of “claim,” 11 U.S.C. § 101(5), this 

Proof of Claim is filed in a protective fashion only. 

2. This Proof of Claim incorporates by reference herein and supplements, but does not 

replace or revoke, the proofs of claim filed by the United States on behalf of EPA against Debtors, 

dated February 20, 2002, and the request for payment of administrative expenses filed by the 

United States on behalf of EPA, dated February 18, 2003.  This Proof of Claim does not affect the 

proofs of claim previously filed by the United States on behalf of DOI (for BLM) dated February 

19, 2002, March 27, 2002, and April 19, 2004, or the request for payment of administrative 

expenses filed by the United States on behalf of DOI (for BLM), dated February 18, 2003.  The 

previously filed proofs of claim and requests for payment of administrative expenses are attached 

hereto for the convenience of the Court as Exhibits A-G. 

BACKGROUND 

3. The Utah Facility processes brine from the Great Salt Lake and produces 

magnesium and magnesium alloys, liquid chlorine, hydrochloric acid, ferrous and ferric chloride, 

calcium chloride, and potassium salts.  It is one of the largest producers of magnesium in the 

world. 
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4. At times pertinent hereto, the Utah Facility generated at least five different 

hazardous wastes and/or treated, stored, or disposed of them in on-site landfills, ditches, and 

surface impoundments.  It also generated and/or treated, stored or disposed of solid waste 

containing hazardous substances, including dioxins, furans, hexachlorobenzene (“HCB”), 

polychlorinated biphenyls (“PCBs”), arsenic, and chromium.  The Utah Facility comprised 

approximately 4,525 acres, and was a “facility” within the meaning of CERCLA Section 101(9), 

42 U.S.C. § 9601(9). 

5. The Utah Facility was constructed in 1972 by National Lead, Inc., and, in 1980, 

was purchased by AMAX, Inc., and operated through debtor MagCorp, which at that time was a 

subsidiary of AMAX, Inc., named AMAX Magnesium Corp.  In 1989, RENMAG, Inc., purchased 

AMAX Magnesium Corp. and changed its name to Magnesium Corporation of America.   

6. Debtor Renco Metals, a holding company, became the 100% direct owner of 

MagCorp in 1993. 

7. Debtor MagCorp operated the Utah Facility until June 24, 2002, when the Court 

approved a sale of substantially all of MagCorp’s assets to US Magnesium LLC (“US Mag”), 

over the objection of the United States.  US Mag was created by Renco Metals’ parent 

corporation, The Renco Group, Inc. (“Renco Group”), for the specific purpose of purchasing 

MagCorp’s assets from its bankruptcy estate.  US Mag currently owns and operates the Utah 

Facility. 

8. During the periods relevant to this Proof of Claim, Ira Rennert (“Rennert”) was the 

Chairman of the Board of Renco Group, Renco Metals, and MagCorp, the sole director of Renco 

Metals, and the Chief Executive Officer of Renco Group and Renco Metals.  Rennert, individually 
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or through trusts and corporations created and controlled by him, controlled Renco Group, Renco 

Metals, and MagCorp, and treated them as a single entity.  Rennert, through Renco Group and 

other affiliated organizations, controlled Renco Metals, including designation of Renco Metals’ 

board of directors and officers, Renco Metals’ management policies, its mergers, sales of assets, 

and debt transactions, and its exercise of control over MagCorp.  Additionally, because of 

significant transfers of assets from MagCorp to Renco Metals and its owners, both MagCorp and 

Renco Metals were, at all relevant times, undercapitalized, insolvent on a balance sheet basis, 

and unable to pay their debts to the Government for their environmental liabilities. With respect 

to the time periods and matters at issue in this case, Renco Metals and MagCorp are alter egos of 

one another, and of Rennert and his affiliates. 

9. At relevant times, MagCorp’s operations at the site have been controlled by 

Rennert, including through Renco Metals.  Renco Metals acted as an operator of the Utah 

Facility for the purpose of the environmental laws, in that it and its agents through or at the 

behest of Renco Group and Rennert participated in and/or approved decisions at the Utah 

Facility related to disposal and management of that Utah Facility’s hazardous wastes, and 

managed, directed, or conducted operations relating to the disposal of hazardous waste and 

compliance with environmental regulations. 

THE GOVERNMENT’S PREVIOUSLY FILED PROOFS OF CLAIM AND REQUESTS 
FOR PAYMENT OF ADMINISTRATIVE EXPENSES 

 
Claim Previously Filed on Behalf of EPA 

10. The United States on behalf of EPA filed a proof of claim dated February 20, 2002, 

against Debtors for civil penalties under Section 3008 of the Solid Waste Disposal Act, as 

amended by the Resource Conservation and Recovery Act of 1976 and the Hazardous and Solid 
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Waste Amendments of 1984 (collectively, “RCRA”), 42 U.S.C. § 6928, with respect to violations 

of federal and State of Utah hazardous waste regulations at the Utah Facility. 

11. As described in the February 20, 2002 proof of claim on behalf of EPA, the 

Government’s claim for civil penalties covers a period beginning five years prior to January 16, 

2001.  The civil penalties accrued each day after that date until the date of the sale of the Utah 

Facility from Debtors to US Mag.  The penalties are to be determined by the Court in an amount 

not to exceed $25,000 per violation per day through January 30, 1997, and not to exceed $27,500 

per violation per day after January 30, 1997. During the relevant period, Debtors were responsible 

for multiple violations per day.   

12. The February 20, 2002 proof of claim also asserted, on a protective basis, Debtors’ 

obligations to comply with (a) RCRA; (b) an Administrative Order on Consent, effective June 22, 

2001, to address an imminent and substantial endangerment from the handling of solid waste at the 

Utah Facility containing high concentrations of dioxins, furans, and HCB; and (c) an 

Administrative Order, issued June 15, 2001, to address an imminent and substantial endangerment 

from the handling of solid waste at the Utah Facility containing dioxins, furans, HCB, PCBs, 

arsenic, and chromium.   

Request for Payment of Administrative Expenses  
Previously Filed on Behalf of EPA 

 
13. The United States on behalf of EPA filed a request for payment as an administrative 

expense of all RCRA penalties accruing post-petition.  Such penalties continued to accrue against 

Debtors post-petition until the sale of the Utah Facility.    
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Claims and Request for Administrative Expenses 
Previously Filed on Behalf of DOI 

 
 Right-of Way and Rent Liabilities 

14. On February 20, 2002, the Government filed a proof of claim against Debtors on 

behalf of DOI for rent due in connection with a right-of-way grant (ROW U-54897) to construct 

an intake canal and evaporative ponds system (the “Knolls Facility”), to be used in connection 

with operations at the Utah Facility, on land owned by the Government and operated by BLM.  

The claim also asserted Debtors’ obligation to conduct reclamation of the Government land 

subject to the grant.  At the time the Government filed the proof of claim, the amount of the rent 

due was $68,969.96, and BLM’s cost estimate for reclamation was $6,051,640.  On March 27, 

2002, the Government filed an amended proof of claim stating that the reclamation liability is 

asserted on a protective basis with respect to any injunctive obligations Debtors had under ROW 

U-54897 and is entitled to administrative priority status.  In both the February 20, 2002, and 

March 27, 2002 proofs of claim, the Government also asserted administrative priority with 

respect to the unpaid rent.  

15. The Government filed a request for payment of administrative expenses, dated 

February 18, 2003, on behalf of DOI with respect to the rent and reclamation liabilities.  As to the 

reclamation liabilities, the Government reiterated that the obligation to perform the reclamation is a 

non-dischargeable injunctive obligation, but protectively asserted in the alternative that the 

reclamation liabilities had administrative priority. 
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Liability for Extracted Minerals 
 

16. The Government filed another proof of claim against Debtors on behalf of DOI on 

February 20, 2002, in connection with Debtors’ liability for extracting minerals contained in 

surface water derived from groundwater on or underlying Government land at the Knolls Facility 

without a mineral lease from the Government.  The Government asserted a claim for, among other 

things, the full value, plus interest, of the minerals Debtors extracted, without deduction for labor 

or expenses. 

17. On April 19, 2004, the Government filed a second amended proof of claim against 

Debtors, supplementing, not replacing or revoking, the previously filed proofs of claim, seeking 

$167,399.46, plus interest, for minerals MagCorp extracted from Government land in Sections 33 

and 34, Township 3 North, Range 8 West, without a permit from BLM.   

CLAIM FOR RESPONSE COSTS UNDER CERCLA BY 
UNITED STATES ON BEHALF OF EPA AND DOI 

 
18. During its ownership and operation of the Utah Facility, MagCorp released 

hazardous substances from the Utah Facility.  These hazardous substances have been determined to 

include arsenic, chromium, mercury, copper, zinc, acidic waste water, chlorinated organics, 

PCBs, dioxins/furans, HCB, and polycyclic aromatic hydrocarbons (“PAHs”).  MagCorp and 

Renco Metals are liable to the Government as former owners and/or operators of the Utah Facility at 

the time of disposal of hazardous substances pursuant to CERCLA Section 107(a), 42 U.S.C. § 

9607(a). 

19. Manufacturing operations at the Utah Facility include removing minerals from 

Great Salt Lake surface waters and groundwater brines by concentrating the waters in solar 

evaporating ponds and in concentrator tanks that utilize waste heat from other facility processes; 
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treating the concentrated brine to remove potassium, boron and sulfates; spray drying the brine to 

produce an impure anhydrous magnesium-rich powder; melting and chlorinating the powder to 

convert magnesium oxide therein into magnesium chloride; separating the molten magnesium 

metal from chlorine gas by electrolysis; casting the magnesium into desired products; and 

capturing, and recycling or selling, chlorine gas and hydrochloric acid generated in the 

electrolytic refining process.  Manufacturing facilities include solar evaporation ponds; a boron 

plant; a calcium chloride plant; spray dryers; melt cells; electrolytic cells; a chlorine plant; 

hydrochloric acid manufacturing plant; a cast house; and a ferrous and ferric chloride processing 

plant. 

20. Hazardous substances within the meaning of CERCLA Sections 101(14) and 102(a), 

42 U.S.C. §§ 9601(14) and 9602(a), have been detected in the soil, groundwater and surface water 

at the Utah Facility and include heavy metals, acidic wastewater, PCBs, dioxins/furans, HCB and 

PAHs.   

21. In response to the continued threat of release of hazardous substances at or from the 

Utah Facility, EPA listed the Utah Facility on the National Priorities List, which comprises the most 

seriously contaminated sites nationwide, on November 4, 2009. 

22. Subsequent to this November 4, 2009 listing, the cleanup of hazardous substances 

released at the Utah Facility has principally been addressed under EPA’s Superfund program.  

23. As part of this clean-up effort, EPA has incurred unreimbursed past response and 

oversight costs of approximately $5,974,371.05 as of March 1, 2017, which were incurred for, 

among other things, participating in and overseeing the remedial investigation and feasibility study 

(“RI/FS”) of the Utah Facility in coordination with US Mag, the Utah Department of 
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Environmental Quality, and DOI.  The remedial investigation involves the collection of data to 

characterize site conditions, determine the nature of the contaminants, and assess risks to human 

health and the environment.  The feasibility study is the mechanism for developing, screening, and 

evaluating alternative potential remedial actions.   

24. In addition, EPA estimates that future response action and oversight costs at the 

Utah Facility will be at least $100.6 million for, among other things, completion of the RI/FS and 

remedial action to address uncontrolled releases of contaminants at and from the Utah Facility.    

25. Additionally, there are over 15,000 acres of BLM land and mineral rights 

surrounding the Utah Facility.  Breaches in evaporation pond embankments immediately adjacent 

to land owned by BLM have resulted in the release of hazardous substances onto BLM land.  In 

addition to releases of hazardous waste water, BLM has reason to believe that hazardous 

substances may have been released onto BLM land and subsurface ground water from unlined 

evaporation ponds and atmospheric deposition.  As a result of the release and threatened release 

of hazardous substances onto BLM land, at this time, BLM has incurred unreimbursed past 

response costs and oversight costs of approximately $361,000, for, among other things, 

establishing institutional controls, acquiring safety equipment, conducting response training, 

testing, and investigation, and performing oversight.  In addition, BLM estimates that future 

costs for project management, further investigations, and other response actions and oversight 

will be $1,312,000. 

26. This Proof of Claim is filed for all unreimbursed past and future response costs, 

plus interest, for which Debtors are liable to the United States on behalf of EPA and DOI (on 

behalf of BLM) in connection with the release or threatened release of hazardous substances 
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from the Utah Facility pursuant to Section 107(a) of CERCLA, 42 U.S.C. § 9607(a).  Other 

potentially responsible parties (“PRPs”), if any, may be jointly and severally liable along with 

Debtors. 

27. These claims are entitled to administrative expense priority as chapter 11 

administrative expenses to the extent that they relate to hazardous substances released from the 

Utah Facility during the period when it was property of and/or operated by the estate.  See 

generally Reading Co. v. Brown, 391 U.S. 471 (1968). 

CLAIM FOR NATURAL RESOURCE DAMAGES UNDER CERCLA 
BY UNITED STATES ON BEHALF OF DOI 

 
28. Studies and information available to date indicate that hazardous substances 

discharged by Debtors at the Utah Facility have injured natural resources, including but not limited 

to birds and plants, in the area at and around the Utah Facility.  

29. Sections 107(a) and 107(f) of CERCLA, 42 U.S.C. §§ 9607(a) and 107(f), provide 

for the recovery of damages for injury to, or destruction or loss of, natural resources caused by the 

release of hazardous substances to the environment.  Injured natural resources may include, but are 

not limited to, birds, mammals, fish, plants, and their supporting habitats.  The Government, 

including through BLM and FWS, is authorized to act on behalf of the public as a trustee to 

recover natural resource damages, including the reasonable cost of assessing the injury to, or 

destruction or loss of, natural resources. 

30. At this time, BLM and FWS have incurred approximately $123,694 in 

unreimbursed costs associated with its assessment of natural resource damages caused by the 

release of hazardous substances from the Utah Facility.   
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31. BLM and FWS estimate natural resource damages in the amount of $12,942,048, 

based on the cost of replacing the injured natural resources.  

32. This Proof of Claim is filed for assessment costs and natural resource damages 

caused by the release of hazardous substances from the Utah Facility for which Debtors are liable 

to the Government pursuant to Section 107(a) of CERCLA, 42 U.S.C. § 9607(a).  Other PRPs, if 

any, may be jointly and severally liable along with Debtors. 

33. These claims are entitled to administrative expense priority as chapter 11 

administrative expenses to the extent that they relate to hazardous substances released from the 

Utah Facility during the period when it was property of and/or operated by the estate.  See 

generally Reading, 391 U.S. 471. 

SUBSTANTIVE CONSOLIDATION 

34. The United States reserves the right to move for the substantive consolidation of 

Debtors’ estates, such that the assets of all Debtors are available to pay the liabilities of all Debtors, to 

the extent that such substantive consolidation is warranted by the facts and applicable law. 

ADDITIONAL TERMS 

35. This Proof of Claim is filed in a protective manner with respect to any and all 

injunctive obligations of Debtors under RCRA, 42 U.S.C. §§ 6901-6992k, ROW U-54897, or other 

applicable law.  Debtors are liable for any and all injunctive obligations that they are required to 

perform under RCRA, RCRA permits, RCRA administrative orders, ROW U-54897, or other 

applicable law.  It is the Government’s position that a proof of claim is not required to be filed for 

such injunctive obligations and requirements.   
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36. Nothing herein limits the authority of the Government to pursue the direct and 

indirect owners of Renco Metals for Debtors’ environmental liabilities. 

37. This Proof of Claim is filed as an unsecured non-priority claim, except to the extent that  

(i) any rights of setoff secure the Government’s claims; (ii) any secured/trust interest exists in insurance 

proceeds received by Debtors on account of the Government’s claims; (iii) any financial assurance 

(such as letters of credit or performance bonds) posted by Debtors in favor of the Government or any 

federal agency in connection with the matters discussed herein exists; and (iv) administrative priority 

exists with respect to property of the estate for post-petition violations of law, releases of hazardous 

substances or response costs incurred, or otherwise.     

38. This Proof of Claim is also filed to the extent necessary to protect the 

Government’s rights with respect to any insurance proceeds received by Debtors, and any funds 

held in escrow by Debtors, in connection with the matters discussed herein. 

39. This Proof of Claim is without prejudice to any right under 11 U.S.C. § 553 to set 

off, against the claims herein, debts owed (if any) to Debtors by the Government or any federal 

agency. 

40. The Government has not perfected any security interest on its claims against Debtors. 

41. Except as stated in this Proof of Claim, no judgments against Debtors have been 

rendered on the claims set forth herein. 

42. No payments to the Government have been made by Debtors on the claims set forth 

herein. 
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43. This Proof of Claim reflects certain known liabilities of Debtors to the Government.  

The Government reserves the right to amend this Proof of Claim to assert additional liabilities, 

including but not limited to liabilities for additional costs for the matters discussed herein. 

44. Additional documentation in support of this Proof of Claim is too voluminous to 

attach, but is available upon request. 
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Dated: New York, New York 
 March 15, 2017 

Respectfully submitted, 
 
As to the Law: 
 
JOON H. KIM 
Acting United States Attorney for the 
Southern District of New York 
Attorney for the United States of America 

 
 

By: /s/ Christine S. Poscablo   
 CHRISTINE S. POSCABLO 

Assistant United States Attorney 
86 Chambers Street, 3rd Floor 
New York, New York 10007 
Tel. No.: (212) 637-2674 
E-mail: christine.poscablo@usdoj.gov  
 
- and - 
 
NATHANIEL DOUGLAS 
Deputy Section Chief 
Environmental Enforcement Section 
Environment and Natural Resources Division 
 
DEBORAH M. REYHER 
Senior Counsel 
Environmental Enforcement Section 
Environment and Natural Resources Division 
United States Department of Justice 
Washington, DC 20044 
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